HYPOTHETICAL INDEX-LINKED INSURANCE PRODUCT 

Indexing Method = Annual Reset 
Annual Guarantee = 3% (APR) 
Annual Capped Growth Rate = 1 0% 
Annual Minimum Growth Rate = 0% 
Participation Rate = 100% 
Segment Term = 5 years 



120 

J 



HYPOTHETICAL INDEX-LINKED INVESTMENT 
PERFORMANCE CHART 



Year 


Index 
Growth 
Rate 


Index- 
Linked 
Earnings 


Current 
Segment 
Value 


Guaranteed 
Earnings 


Guaranteed 
Segment 
Value 


1 


+10% 


+10% 


+10% 


+3% 


+3% 


2 


-2% 


0% 


+10% 


+3% 


+6.09% 


3 


+5% 


+5% 


+15.5% 


+3% 


+9.27% 


4 


-10% 


0% 


+15.5% 


+3% 


+12.55% 


5 


+20% 


+10% 


+27.05% 


+3% 


+15.93% 



FIG. 1 
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Estimated Cost of £ 
Annual Guarantee 
(Guaranteed Return Budget) 
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FIG. 2 



Determine Analysis Period 



Determine Term of Segment 
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mine Initial Index Value for First Day of First Month of Analysis Period 
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[ Determine Ending Index Value on Each Anniversary Date Until End of Segment Term Y 



Taking Segment Features Into Account, Calculate Cost of Annual 

Guarantee Over Hypothetical Term of Segment Based on 
Differences Between Ending Index Values and Initial Index Value 



Increment to First 
Day of Next Month of 
Analysis Period 




FIG. 3 



Segment with Annual Guarantee Created 



Initiate Fixed Income Investment Using Net Premium Payment 



Determine Initial Index Value and Set Initial Index-Linked Value of Segment 



Commence Calculation Of Guaranteed Segment Value Based on Annual Guarantee 



I Determine Hedged Investment Budget Based on Fixed Income Yield from Fixed Income v 
Investment, Estimated Cost of Annual Guarantee, and Product Spread 
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| Determine Participation Rate, Annual Capped Growth Rate and Annual Minimum Growth Rate ] — ^ 



Allocate Hedged Investment Budget to Hedged Investment \ ^ 




Debit Against Both 
Current Segment Value 
and Guaranteed 
Segment Value 



Calculate Current Segment Value Based on Change in Index Value, Participation 
Rate, Annual Capped Growth Rate and Annual Minimum Growth Rate 



Realize Proceeds From Hedged : 



Investment. If Any f 
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I Credit Segment with Current Segment Value ( Supported by Proceeds From Hedged Investment) | 



Increase Amount Credited to Segment to be 

Equal to Guarantee Segment Value 
(Supported by Funds From Risk Fund and/or 
Other Reserves) 




FIG. 5 



